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CORRECTEDCOPY (ADD LINE TWO TO PARA THREE) 

E.O. 11652: N/A 
TAGS: ENRG, MX 

SUBJECT: EXIM CREDITS FOR GAS PIPELINE 

1 . FOLLOWING IS TRANSLATION OF EXCELSIOR EDITORIAL 
(DECEMBER 9, 1977, PAGE 6-A) ON CANCELLATION OF PEMEX 
STEEL PIPE ORDER FROM U.S. STEEL. 

2. BEGIN TEXT: 

PIPELINE, DOUBTFUL 

PEMEX HAS JUST CALLED OFF AN ORDER TO BUY 80,000 TONS OF 
STEEL PIPE FOR GAS FROM A U.S. COMPANY BECAUSE THE U.S. 

GOVERNMENT INTENDS TO CONDITION THE PRICE (OF MEXICO'S 
NATURAL GAS TO BE SOLD TO THE UNITED STATES), ACCORDING 
TO REPORTS FROM OUR CORRESPONDENT IN WASHINGTON. 

3. THE CAN CELLATION ( OF THIS ORDER) COMES AT THE SAME 
TIME THAT THERE ARE INDICATIONS THAT THE U.S. GOVERNMENT 
"WILL NOT FINANCE THAT PURCHASE" FOR THE REASON MENTIONED 
BEFORE, AND THE PROSPECTS OF GETTING THE 590 MILLION 
DOLLAR CREDIT ARE FOR ALL PRACTICAL PURPOSES IN SUSPENSE. 
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4. THIS INFORMATION IS DISCOURAGING BECAUSE, ACCORDING TO 
FORECASTS AND OPINIONS EXPRESSED IN MEXICO, THE SALE OF 
MEXICAN NATURAL GAS TO THE UNITED STATES WAS A SURE THING, 

AS WAS THE PRICE THE UNITED STATES WOULD PAY FOR THIS 
PRODUCT; EVERYTHING LED TO THE ASSUMPTION THAT THIS 
COLOSSAL (COMMERCIAL) TRANSACTION WAS FIRM WITH REGARD BOTH 
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TO THE CONSTRUCTION OF THE PIPELINE AND THE SALE OF THE 
PRODUCT TO THE UNITED STATES. 

5. IF THE UNITED STATES CAN NOW SUSPEND THE OFFERINGS OR 
REQUESTS FOR CREDITS ON THE BASIS OF THE SETTING OF THE 
PRICE FOR MEXICAN NATURAL GAS, THIS MEANS THAT THE PRICE 
OF THIS PRODUCT WAS NOT CLEARLY AGREED UPON OR WAS NOT 
PART OF THE LOGISTICS OF THE OPERATION. 

6. VERY FEW DOUBTS REMAIN REGARDING THE NEED TO REVISE THIS 
TRANSACTION. IT APPEARS THAT THERE IS NO SOUND GUARANTEE 
THAT MEXICO CAN SELL ITS NATURAL GAS AT A CONVENIENT PRICE 
FROM THE TIME THAT PEMEX CANCELLED ITS ORDER FOR MATERIALS 
(FROM THE U.S. COMPANY). IT IS NOT KNOWN IF, IN SPITE OF 

THIS, THE PIPELINE WILL BE BUILT; BUT AT THE MOMENT THERE 
DO NOT APPEAR TO BE GREAT PROBABILITIES. 

7. BEYOND THIS CONTINGENCY, WHICH IS HIGHLY REVEALING, 

THERE IS ROOM TO SPECULATE ON THE CONVENIENCE OF INVESTI- 
GATING SEVERAL HUNDREDS OF MILLIONS OF DOLLARS IN A PIPE- 
LINE ESPECIALLY BUILT TO REACH THE BORDER WITH THE UNITED 
STATES AND OBLIGATE THE SALE OF NATURAL GAS TO THE 
NEIGHBORING COUNTRY. 

8. THERE IS NO DOUBT THAT THE WHOLE SITUATION ( AROUND THE 
PIPELINE) IS NOT AS ENCOURAGING AS IT WAS SEEN TO BE 
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BEFORE. END TEXT. 

9. FULL TEXT OF FRONT PAGE ARTICLE FOLLOWS SEPTEL. 

LUCEY 
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